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Summary 

The U.S. Generalized System of Preferences (GSP) program provides non-reciprocal, duty-free 
tariff treatment to certain products imported from designated beneficiary developing countries 
(BDCs). The United States, the European Union, and other developed countries have 
implemented similar programs since the 1970s. The U.S. program was first authorized in Title V 
of the Trade Act of 1974, and is subject to periodic renewal by Congress. The GSP program was 
most recently extended until December 31, 2017, in Title 11 of P.L. 114-27.The program was also 
retroactively renewed for all GSP-eligible entries between July 31, 201,3 (the latest expiration 
date) and the effective date of the current GSP renewal (July 29, 2015). Imports under the GSP 
program in 2012 (last full year of GSP implementation) amounted to about $19.9 billion — about 
6% of all imports from GSP countries, and about 1% of total U.S world imports. P.L. 114-27 also 
designated new product categories as eligible for GSP status, including some cotton products (for 
least-developed beneficiaries only) and certain luggage and travel goods. 

In recent years, GSP renewal has been somewhat controversial. Some issues have included 
whether or not to continue to include emerging developing countries (e.g., India, Brazil) as 
beneficiaries or to open the program to least-developed countries only. Particular products given 
duty-free access have also caused controversy, as well as the country practices of certain 
beneficiaries. The most recent program lapse was due, in part, to GSP funding provisions. 

The GSP program is one of several U.S. trade preference programs through which the United 
States seeks to help developing countries expand their economies. Other U.S. trade preference 
programs are regionally focused, and include the African Growth and Opportunity Act (AGO A), 
the Andean Trade Preference Act (ATPA, also expired in 2013 and may not be renewed), and the 
Caribbean Basin Initiative (CBI, includes preference programs for Haiti). The GSP program 
provides duty-free entry for over 3,500 products (based on 8-digit U.S. Harmonized Tariff 
Schedule tariff lines) from 122 BDCs, and duty-free status to an additional 1,500 products from 
43 GSP beneficiaries additionally designated as least-developed beneficiary developing countries 
(LDBDCs). 

U.S. implementation of GSP requires that developing countries meet certain criteria to be eligible 
for the program. For example, countries must not have seized ownership or control of the assets 
of U.S. citizens or have harmed U.S. investors in other specified ways. Eligible countries must 
also be taking steps to maintain internationally recognized worker rights among other things. GSP 
rules of origin require that at least 35% of the appraised value of the product be the “growth, 
product, or manufacture” of the BDC. Third, the GSP program includes certain curbs on product 
eligibility intended to shield U.S. manufacturers and workers from potential adverse impact due 
to the duty-free treatment. These include specific exclusion of certain “import sensitive” products 
(e.g., textiles and apparel), and limits on the quantity or value of any one product imported from 
any one country under the program (products from least-developed beneficiaries are not subject 
to this restriction). Fourth, GSP country and product eligibility are subject to annual review. 

This report presents, first, recent developments and a brief history, economic rationale, and legal 
background leading to the establishment of the GSP. Second, the report presents a discussion of 
U.S. GSP implementation. Third, the report presents an analysis of the U.S. program’s 
effectiveness and the positions of various stakeholders. Fourth, implications of the expiration of 
the U.S. program and possible options for Congress are discussed. 
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Introduction 

The Generalized System of Preferences (GSP) program gives unilateral, nonreciprocal, 
preferential tariff treatment to certain products imported from designated beneficiary developing 
countries (BDCs). The United States, the European Union, and other developed countries have 
implemented such programs since the 1970s in order to promote economic growth in developing 
countries by stimulating their exports. 

GSP was recently renewed Title 11 of P.L. 1 14-27 . Prior to the recent GSP extension, the program 
was extended until July 31, 2013, in Section 1 of PL. 112-40, and lapsed for almost two years. In 
the 1 13 th Congress, controversy arose over the funding provisions in Senate bill S. 1331 seeking 
to renew GSP. 

This report presents, first, a brief summary of recent GSP developments and legislation 
introduced in the 114 th Congress. Second, it provides a brief history, economic rationale, legal 
background, and comparison of GSP programs worldwide. Third, the report describes in more 
detail the U.S. implementation of the GSP program. Fourth, the report analyzes the U.S. 
program’s effectiveness and stakeholder positions. Fifth, possible options for Congress are 
discussed. 

Recent Developments 

114 th Congress Legislation 

On June 29, 2015, the President signed the Trade Preferences Extension Act of 2015 (P.L. 1 14- 
27). Title 11 of the Act extends GSP until December 31,2017, and also extended the program 
retroactively to the prior expiration date, July 3 1, 2013. The Act also provided the President with 
authority to designate certain cotton textiles as duty-free under GSP for least-developed countries; 
as well as to designate certain luggage and travel articles as eligible for GSP (See Appendix A). 

Regarding retroactive refunds of duties paid on GSP-eligible products imported during the 
expiration period (between August 1, 2013, and the effective date of the GSP extension, July 29, 
2015), U.S. Customs and Border Protection (CBP) has provided guidance on its website 
regarding the steps necessary to ensure that a refund is received. 1 A brief legislative history 
follows: 

Bills Introduced: 

• Title 11 of H.R. 1891, the AGOA Extension and Enhancement Act of 2015 
(Ryan, introduced April 17, 2015), and of its companion bill, S. 1009 (Hatch, 
introduced April 20, 2015), proposed to extend GSP until December 31, 

2017, and to extend it retroactively to the prior expiration date, July 31, 2013. 

The bill also proposed to give the President authority to designate certain 
articles made of cotton yam from least-developed countries eligible for GSP 
status. 

• H.R. 68 1 , the GSP UPDATE Act (Crenshaw, introduced February 3, 20 1 5), 
and its companion bill S. 340 (Blunt, introduced February 3, 2015) proposed 



1 See http://www.cbp.gov/trade/trade-community/outreach-programs/trade-agreements/special-trade-programs/gsp/gsp- 
renewal. 
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to authorize the President to designate certain luggage and travel articles 
eligible for duty-free status under the GSP. 



Legislative Action: 

• On May 14, 2015, the Senate incorporated the text of S. 1009 into H.R. 1295 and 
passed the bill, as amended. 

• On June 1 1 , the House passed H.R. 1295 with an amendment to the Senate 
amendment. 

• On June 21, the Senate concurred with the House amendment to H.R. 1295 with an 
additional amendment. 

• On June 25, the House passed the bill, as amended by the Senate. 

• The President signed the Trade Preferences Extension Act of 20 1 5 on June 29, 2015 
(P.L. 114-27). 

• The GSP renewal language in the Act also includes the provisions of H.R. 68 1 , the 
GSP Update Act (above). 

Procedures for Receiving Duty Refunds 

On July 28, 2015, U.S. Customs and Border Protection (CBP) issued a notice in the Federal 
Register regarding refunds of duties paid during the period that the GSP program was lapsed 
(August 1, 2013 - July 28, 2015). CBP announced that will process refunds automatically for all 
import entries that were filed electronically using the Automated Broker Interface (ABI) and were 
noted with the Special Program Indicator Code (SP1) “A” (indicator for GSP). CBP will not 
automatically process GSP duty refunds for entries that were not filed electronically using ABI or 
for entries not annotated with the “A” indicator. In order to receive a refund, these importers must 
file a duty refund request with CBP by December 28, 2015. 2 

Products Added to GSP 

PL. 1 14-27also amended the list of eligible products by providing the President with authority to 
designate certain cotton and cotton waste products as duty-free to eligible least-developed 
countries. The President was also given authority to designate certain luggage and travel articles 
(formerly deemed “import-sensitive”) as eligible for GSP, following product review and analysis 
by the U.S. International Trade Commission, and the opportunity for public comment (see “114th 
Congress Amendments to Eligible Products”). On August 11, 2015, the GSP Subcommittee of the 
Trade Policy Staff Committee held a public hearing on the proposed GSP designation of the 
cotton products. 3 On July 16, 2015, the U.S. International Trade Commission (USITC) instituted 
its 2014 investigation of the economic effects of certain modifications to the GSP, including the 
possible GSP eligibility of the cotton products, and requested comments from the public. 4 



2 80 Federal Register 44986 . 

3 80 Federal Register 3850 1 . 

4 80 Federal Register 42120 . 
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Countries Suspended from or Included in GSP 

Many in Congress were critical of Russia’s status as a GSP beneficiary following its invasion of 
Crimea. 5 On May 7, 2014, President Obama notified Congress that he intended to graduate 
Russia from the GSP program because he had determined that “it is appropriate to withdraw 
Russia’s designation as a beneficiary developing country under the GSP program because Russia 
is sufficiently advanced in economic development and improved in trade competitiveness that 
continued preferential treatment under the GSP is not warranted.” 6 

On October 3, 2014, the President officially terminated Russia’s GSP status, which became 
effective on the same date. 7 The President’s withdrawal of the preference was based on Section 
502(f)(2) of the Trade Act of 1974 (19 U.S.C. 2462(f)(2)), which states that one of the factors 
determining country eligibility is its level of economic development (see “Eligible Countries,” 
below). A list of GSP-eligible countries appears in Appendix D. 

History, Rationale, and Comparison of 
GSP Programs 

The basic principle behind each GSP program worldwide is to provide developing countries with 
unilateral preferential market access to developed-country markets in order to spur economic 
growth in poorer countries. The preferential access is in the form of lower tariff rates (or as in the 
U.S. case, duty-free) for certain products that are determined not to be “import sensitive” in the 
receiving country market. The program concept was first adopted internationally in 1968 by the 
United Nations Conference on Trade and Development (UNCTAD) at the UNCTAD 11 
Conference. 8 

Economic and Political Basis 

The GSP concept and programs were established based on an economic theory that preferential 
tariff rates in developed country markets could promote export-driven industry growth in 
developing countries. It was believed that this, in turn, would help to free beneficiaries from 
heavy dependence on trade in primary products (e.g., raw materials), and help diversify their 
economies to promote stable growth. 9 

Some economists claim that GSP was established, in part, as a means of reconciling two widely 
divergent economic perspectives of trade equity that arose during early negotiations on the 
General Agreement on Tariffs and Trade (GATT). 10 Industrialized, developed nations argued that 



5 “Levin Says Efforts on GSP Renewal Hampered by Questions over Russia,” Inside U.S. Trade , April 10, 2014. 

U.S. Congress, House Committee on Ways and Means, Withdrawal of Russia as a Beneficiary Developing Country 
under the Generalized System of Preferences, Executive Communication from Obama, Barack H., 1 13 th Cong., 2 nd 
sess., May 7, 2014. H.Doc. 113-107. 

7 Presidential Proclamation 9188 of October 3, 2014, “To Modify the List of Beneficiary Developing Countries Under 
the Trade Act of 1974,” 79 Federal Register 60945, October 8, 2014. 

8 U.N. Conference on Trade and Development, “About GSP,” at http://www.unctad.org. In addition to the United 
States and the European Union, eight other developed countries — Australia, Bulgaria, Canada, Japan, New Zealand, 
Norway, the Russian Federation, and Switzerland — currently have GSP programs. 

9 OECD Secretary-General. The Generalized System of Preferences: Review of the First Decade. Organization of 
Economic Cooperation and Development, 1983, p. 9 (hereinafter OECD GSP Review). 

10 Sapir, A. and L. Lundberg, “The U.S. Generalized System of Preferences and its Impacts,” in R. Baldwin and A. 
(continued...) 
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